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such conversion under the law applicable to the year in 
which such conversion was made. 
: CONVERSIONS DESCRIBED IN SUBSECTION (a) 
(2) the 
case BF property purchased by the taxpayef in a 
transaction 
described in subsection (ai(2) which resulted 


the nonrecoani 
tion of anv nart. of the again realized as the result 
of a comoul- 
sorv or involuntarv conversion. the basis shall 
be the cost 
of such vrovertv decreased in the amount. of 
the aain not 
so recoanized: and if the wnronertv pnurchased 
consists of more 
than 1 niece of vrovertv. the basis determined 
under this sen- 
tence shall be allocated to the vnurchased 
pronerties in propor- 


tion to their resvective costs. 
"(3) PROPERTY HEI.D BY CORPORATION THE STOCK 
OF WHICH 
IS REPLACEMENT PROPER 
"(A) IN GENERAL|—If the basis of stock in a 


cornoration 

is decreased under naraaranh (2). an 
amount edual to 
such decrease shall also he annlied to 
reduce the basis 


of pronertv held bv the cornoration at the aioe 
the taxpa 
acauired control (as defined in subsection (a (3) 
(E » of such 
corporation. 
TB) LIMITATIONIZ2Subnaraatanh (A) sual 
not. 
to the extent that it would (but for this 
subnaraaranvh) 
reauire a_ reduction a the eoure eet 
adiusted 
the vroverty of the corporation below the 
taxpaver's 
adiusted basis of the §tock in the corporation 
(determined 
immediatelv after such hasis is decreased 
er paragraph 


(C) ALLOCATION OF BASIS REDUCTION/=@The 


decrease 
ao subparagraph (A) shall be 
allocate 
"(i) first to nronertv which is similar 
or related 


in service or use to the converted pvronertv. 
"(ii) second to devreciable pvronertyv (as 
defined in 
section VOM7 (b)(3)(BD) not described in 
Sear oe tT t T 
"(in en too roper 
§(D) SPECTAT. aurea? ia 
a REDUCTION NOT TO EXCEED ADJUSTED 


BA 

OF PROPERTYIENO reduction in the basis of 
anv pron- 
ertv under this pvaraaravh shall exceed 
the adjusted 


basis of such’ vpronertv§ (determined 
without. regard to 
such reduction). 

"(7i) ALLOCATION OF REDUCTION AMONG 
PROP- 


ERTIFSLIf more than- = provertv c 
described 

clause of subnaraaranh (C). the feducrian 
under this 
paraaranvh shall be allocated amona such 
provertv in 
provortion to the adiusted bases of such 
pronertv (as 


so determin 


26K, TRE CIVE a amendment made by this section 
te 


ll apply to involuntary conversions occurring after the date 


of the enactment of this Act. 
SEC. 1611. TREATMENT OF CERTAIN INSURANCE CONTRACTS 
ON 


RETIRED LIVES. 


(a) GENERAL RULES 

(1) Paraaravh (2) of section 817(d) (definina 
variable con- 
tract) is amended by striking "or" at the end of 
subnaraaranph 
(A). bv striking "and" at the end of 
subparagraph (B) and 


